The objective of this study is to examine the trends of director remuneration in Malaysia's publicly listed companies. The proxies for executive pay are based on cash remuneration consisting of fees, salary, bonuses, and benefits to kin. Based on the data collected from 486 publicly listed companies in Bursa Malaysia from 2007 to 2009, we empirically tested findings that the trends for remuneration increased during and after the financial crisis. The study also reveals that the structure of remuneration, such as salary and bonuses for executives, showed an increasing trend during and after the financial crisis; however, it shows that the trend of director remuneration in family firms after the financial crisis was decreasing. Further analysis indicates that family members were willing to accept lower fees, bonuses, and benefits to kin in order to maintain cash flow. Our study suggests that no expropriation existed in family firms during and after the financial crisis. However, executives in non-family firms are less interested in accepting lower remuneration as part of a contract. 
Introduction
The situation was different in 2007 and 2008 , when the financial crisis that occurred in the U.S. and other Western economies did not negatively affect developing countries, including Malaysia. This is probably because the developing countries had good growth and policies, having learned lessons from the 1997-1998 financial crisis (Naudé, 2009) . In Malaysia, the Malaysia Code of Corporate Governance (MCCG), established in 2000 and revised in 2007, introduced regulations for corporate governance best practices for listed companies. Naudè (2009, p. 9) explains that developing countries' banks were not directly negatively impacted. Most banks in developing countries were only marginally exposed to the US subprime crisis, so that a direct impact on their banking systems was largely avoided.
With regard to the 1997-1998 financial crisis, the MCCG was launched in 2000. The code provides improved insight for better achievement for publicly listed companies. Therefore, components of corporate governance, such as composition of board of directors, audit committee, and remuneration, became subjects for many scholars (Christopher, Hassan, & Street, 2005; Durisin & Puzone, 2009; Filatotchev, 2009 ). Demb and Neubauer (1992) explain the framework of corporate governance as responsible for firm performance. Its components need to be integrated and matched with firms' strategies for enhancing performance. For example, the components board structure, board composition, board size (Jensen, 1993) and meetings must be reviewed and effectiveness established during implementation. Similarly, the remuneration structure involving a remuneration committee (Salim & Wan-Hussin, 2009 ) the level of remuneration (Abdul Wahab & Abdul Rahman 2009) , and structure of the remuneration (Mehran, 1995) must be looked as a whole package, not as individual components. Such a holistic approach can positively improve governance practice.
Remuneration is provided to attract and retain executives and should reflect a board`s responsibilities and expertise and the complexity of the company's activities. Furthermore, it should also be aligned with the business strategy and long-term objectives of the company. The level of remuneration should be maintained or increased; this drives executive motivation and ensures the survival of the firm. However, these remuneration policies and procedures are difficult to implement when the firm is affected by a crisis. A firm cannot borrow money from a financial institution when it is on the verge of bankruptcy. As a result, business is slowed and may not be able to expand in order to make loan payments to the creditor, and directors may be less motivated if their remuneration is cut off. According to Raviv and Landskroner (2010, p. 4) , the first stage of the financial crisis was characterised by the bankruptcy of many financial institutions and the bailout of some others. The second stage was characterised by a freeze in lending to households and businesses.
Malaysia is one of the developing countries with a strong relationship with the United States and other Western countries in terms of export trading. The crisis that has hit these countries had implications for Malaysia's export earnings and is likely to lead to a substantial decline in export earnings in countries such as China, India, Japan, Korea, Malaysia, and others (Naudé, 2009, p. 5) . The expected declines will come through a combination of declines in commodity prices and declines in demand for their goods from advanced economies.
A board of directors' remuneration is very important in ensuring that motivation remains and better performance is achieved. However, increasing remuneration during that period shows that expropriation will occur and possibly impact firm operation. This paper makes contribution to the existing literature on remuneration. Previous studies investigate the relationship between remuneration and performance (S. Basu, L.-S. Hwang, T. Mitsudome, & J. Weintrop, 2007; Doucouliagos, Askary, & Haman, 2007) , determinant of remuneration (Gomez-Mejia, Larraza-Kintana, & Makri, 2003) , and institutional investor and remuneration moderated by political connection (Abdul Wahab & Abdul Rahman, 2009 ). There have been fewer studies examining the trends of director remuneration after and during the financial crisis in 2007 and 2008 from the Malaysian perspective.
Motivating a board of directors to work hard may be a reason for higher remuneration. However, the trends of remuneration show that expropriation possibly occurs during a financial crisis in a family firm. The remuneration may be higher in family firms due to power and control in their hands. However, lower remuneration may be awarded to ensure cash flow remains for business emergencies.
The objective of this paper is to examine the trends of executive pay in Malaysian publicly listed companies during and after the financial crisis, from 2007 to 2009. This study finds evidence of a trend of increasing remuneration, during and after the financial crisis. Furthermore, evidence shows that salaries and bonuses increased during and after the financial crisis. However, this study shows a trend of decreasing director remuneration in family firms after the financial crisis. Further analysis indicates that family members were willing to accept lower fees, bonuses, and benefits to kin in order to maintain cash flow. Our study suggests that no expropriation took place in family firms during and after the financial crisis. However, executives in non-family firms were less interested in accepting lower remuneration as part of a contract.
The remaining chapters are organized as follows: Section 2 outlines our hypothesis while fully developing the ideas from past research that are most relevant to the present study. Research design and methodology issues are explored in section 3. Details of the final sample and measurement of variables are also discussed in this chapter. The results and discussion are presented in section 4. Section 5 sets out conclusions, limitations, and some suggestions for further research.
Literature Review
The literature generally suggests that better remuneration, designed by remuneration committees, may mitigate agency problems (Andreas, Rapp, & Wolff, 2010; MC; Jensen & Meckling, 1976 ) and achieve better performance (Bender, 2007; Cheng & Firth, 2006; Kaplan, 1994; Murphy, 1985) . Agency problems become serious when a board of directors wants to increase personal wealth but shareholders prefer to maximise profit (E. Fama & Jensen, 1983; E. F. Fama, 1980; MC; Jensen & Meckling, 1976) . The conflict has attracted many researchers to look further and is mainly discussed in agency theory (Bebchuk & Fried, 2003; Cheng & Firth, 2006; E. Fama & Jensen, 1983; MC; Jensen & Meckling, 1976) . These studies focus on remuneration that aligns the interests of a board of directors and shareholders in order to mitigate agency problems.
Agency theory is limited to explaining the conflict of interest between majority and minority shareholders in family firms. In family firms, there is no separation between ownership and management, or control (Anderson & Reeb, 2003; Claessens, Djankov, & Lang, 2000; Gomez-Mejia et al., 2003; La Porta, Lopez-de-Silanes, Shleifer, & Vishny, 1999) , which contrasts with non-family firms. Regardless, there is potential for increased conflict between majority and minority shareholders in family firms (Peng & Jiang, 2010; Young, Peng, Ahlstrom, Bruton, & Jiang, 2008) . For example, the uniqueness of family firms is closely related to the fact that key positions within the firms are held by family members, who may even hold more than one important position simultaneously. As a result, this creates space for expropriation.
Moreover, agency theory suggests that an optimal contract drives board of director motivation and a willingness to work toward shareholder interests if it is satisfied with the contract (Bebchuk & Fried, 2003) . Pay for performance may motivate a board to utilise skills, knowledge, and experience through better strategies and planning. As a result, business tends to expand via mergers or new branches or products. Doucouliagos et al. (2007) found no evidence that director remuneration is more sensitive to poor performance than to better performance.
MCCG (2007 The structure of remuneration, such as fees, salary, bonuses, and benefits to kin must be taken into account in a remuneration setting because it has implications for director motivation. This motivation may drive directors to be creative, with good ideas for maintaining the success of the firm through enhanced performance. Previous studies have emphasised the significance of the structure of remuneration and motivation (Carter & Zamora, 2007; Gallagher, Smith, & Swan, 2006) . For example, Carter and Zamora (2007) indicate that providing a suitable salary as remuneration can significantly influence the motivation of shareholders to increase a firm's performance. Gallagher et al. (2006) showed that providing higher salary is related to higher risk for executives. This drives higher motivation among executives to avoid risk and enhances better performance. With regard to family firms, Schulze et al. (2001) noted that family members are not interested in having long-term incentives, such as stock options, as part of their remuneration.
Cash remuneration in the form of salaries and bonuses is important because of its close relationship to wealth status. This is because it is linked to one's reputation in society as a respected person. Attainment of such status motivates executives to work harder to apply their expertise and experience. Croci et al. (2010) noted that remuneration is positively related to CEO level of experience. As a result, executives propose good strategies and planning that lead to long-term success. There are several reasons a board of directors will be interested in accepting a cash package. Firstly, it is linked to wealth status, whereby a director will have the ability to obtain a new car and house, travel around the world, become a member of a golf club, and take meals in exclusive places. This salary and bonus or fees are directly transferred to a bank account and can be used immediately. Secondly, the probability of keeping societal status relates to a better reputation and more respect.
Cash remuneration has become a subject of research by many researchers. For example, Cheung et al. (2005) studied the relationship between ownership concentration and executive compensation in Hong Kong, using proxies for executive remuneration by cash emoluments (salary, bonus, housing allowance, and other benefits). Leone et al. (2006) used cash remuneration (salary plus bonus) as a proxy in their study. Bushman and Smith (2001) found that accounting based earning closely associated with executives` cash remuneration. Dong and Ozkan (2008) found that 70% of CEO compensation in UK companies consists of cash pay (cash and annual bonus). This shows that the structure of remuneration is important for better performance.
Remuneration procedures and policies can change when business is affected, for example, by a financial crisis. This crisis may have an impact on remuneration structure and influence the motivation of a board of directors in order to enhance performance. Attracting and retaining minority shareholder interest in investing in firms may depend on the ability of firms to build confidence in shareholders that they are capable of such long-term profitability.
Executives and non-executives should cooperate with each other to bring about longterm success by producing better planning and strategies. Remuneration is awarded depending on each person's responsibilities. It is very important to link executive remuneration to knowledge, skills, experience, and performance. In addition, non-executive remuneration be awarded based on their monitoring role on executive links with firm policies and procedures. Therefore, any change in remuneration procedures and policies may influence executive and non-executive remuneration. Many researchers have tested hypotheses regarding level of remuneration (Abdul Wahab & Abdul Rahman, 2009 ; S. Basu, L. Hwang, T. Mitsudome, & J. Weintrop, 2007; Cheung et al., 2005; Croci et al., 2010) .
The structure and level of remuneration is important in determining remuneration, which should align with business performance. It is important to test the level of remuneration for an executive with regard to his or her responsibility in bringing about the firm's mission, vision, and objectives in the future. Furthermore, it is important to look in depth at the structure of remuneration to ensure that the combination is able to drive the board's motivation in order to create wealth. Therefore, the trend of a change in remuneration, either in level or structure, may influence the focus of a firm's board of directors.
Prior studies focused more on the relationship of remuneration to other entities. For example, remuneration and performance (S Basu et al., 2007; Brick, Palmon, & Wald, 2006; Conyon & Peck, 1998; Doucouliagos et al., 2007) , institutional investors and remuneration (Abdul Wahab & Abdul Rahman, 2009; Dong & Ozkan, 2008) , remuneration and family firms (Cheng & Firth, 2006; Gomez-Mejia et al., 2003) , and remuneration committees and remuneration (Anderson & Bizjak, 2003) . However, fewer studies focus on trends of remuneration as affected by remuneration policies and procedures.
The financial crisis that hit the United States and Europe spread into the Asian region, including Malaysia. This crisis may have created financial problems that affected remuneration policies and procedures. Furthermore, it may have influenced board of director motivation to work harder to bring success to firms. For family firms, expropriation via excessive remuneration was possible. Thus, the following hypotheses: 
Research Methodology
The data were extracted from Bursa Malaysia's website (www.bursamalaysia.com). Bursa Malaysia was formerly known as Kuala Lumpur Stock Exchange (KLSE). In 2004, KLSE was renamed 'Bursa Malaysia', which consists of 'Main Market' (Main Board and Second Board) and 'ACE Market' (effective starting 3 August 2009). This study did not sample companies listed on the MESDAQ (Malaysia Exchange of Securities Dealing and Automated Quotation), known as ACE Market, which includes companies operating in advanced electronics, information technology, telecommunications, automation manufacturing systems, biotechnology and genetic engineering, healthcare, advanced material, energy, and aerospace and other emerging technologies (Saleh, Rahman, & Hassan, 2009 ) . Exclusion of the companies listed on the ACE Market was due to differences between ACE companies and Main Market companies regarding the criteria for paid-up capital. The minimum paid-up capital for ACE companies is RM2 million for technology and nontechnology companies with a maximum of RM20 million for technology incubator companies, which is less than the main market criteria for paid-up capital, which is between RM40 million and RM60 million (Bursa Malaysia & Murphy, 1990; Ozkan, 2007) .
Director remuneration data were obtained from annual reports from Bursa Malaysia as the level of remuneration and structure of executive and non-executive cash remuneration. The annual report disclosure was in the form of salary, bonus, benefit to kin, and fees for each category for executive directors or non-executive directors. If the cash remuneration was disclosed as an aggregate, without segregating each component, the data were not used because of the difficulty of identifying the level of remuneration. Similarly, when the total remuneration did not fall within executive categories, the samples were not used because of the difficulty of identifying the total remuneration earned by family members or otherwise.
Next, annual reports that disclosed only cash remuneration and not equity-based remuneration, such as stock options, were excluded from this study because the data could not be obtained. In other words, it was required that the proxies be collected in the correct way in order to answer the research question.
This study focused on family ownership structure according to two criteria: the first criterion is based on the Claessens et al (2002) definition of family as related by blood or marriage and is consistent with others' conceptualisations of family ownership. This means that family ownership was measured as members of the board of directors (e.g., CEO, chairman, etc.) who were related by blood or marriage. Annual reports from Bursa Malaysia include disclosure of the relationships among executives under board member profiles, which allows for categorisation of directors as family members.
The second criterion for family ownership is that family members hold not less than 20% of the voting stock (La Porta et al. 1999) . The equity fraction is calculated based on direct and indirect shareholdings of family members. Either one or both of these criteria need to be fulfilled to be selected as family ownership. Claessens et al. (2002 Claessens et al. ( , p. 2746 explain that "we do not consider ownership by individual family members to be separate, and we use total ownership by each family group-defined as a group of people related by blood or marriageas the unit of analysis." The trend continues to increase even after the financial crisis. Both executive and nonexecutive remuneration increased, either during the financial crisis or after. Further analysis shows that the director remuneration increased approximately 9% over this period. Table 1 presents the trend of remuneration during the period from 2007 to 2009. Non-executive remuneration increased slightly over this period. Furthermore, director and executive remuneration increased during the financial crisis but increased further after the financial crisis. This study suggests that the firms were not affected because Malaysia had in place a good practice of corporate governance after the financial crises of 1997 and 1998 regarding the level or structure of director remuneration. Furthermore, the financial crisis that hit the United States and European countries affected banking only marginally but not the banking system (Naudé, 2009) . Table 2 shows the trend of structure of executive remuneration. During the financial crisis, fees, salary, and bonuses increased but benefits to kin decreased. Furthermore, the post-financial crisis trend showed small changes, such as fees being affected (dropped off). Table 2 presents trends of the components of executive remuneration during the period from 2007 to 2009. While salary and bonuses went up during the financial crisis, benefits to kin and fees remained flat. Salaries underwent extreme increases after the financial crisis compared to bonuses and fees, which increased only slightly. Our study suggests that executives who take full responsibility for a firm's success then leave demand higher salaries. Gallagher et al. (2006) indicate that higher salary reflects higher risk.
Results and Discussion
Furthermore, we suggest that the components of remuneration, such as salary and bonus, are allocated more often than benefits to kin because they reflect status in society. For example, through salary and bonus, the executive has the ability to buy a house in a prestigious area and an expensive car, take luxury holiday trips (e.g., stay in five-star hotel suites). However, benefits to kin decreased sharply. Fees and benefits to kin may have been reduced in order to maintain cash flow within the firm. Table 3 shows the trend of the structure of components of non-executive remuneration during the period from 2007 to 2009. The results show that all components of non-executive remuneration, except benefits to kin, increased during and after the financial crisis. Furthermore, Table 3 shows that fees, salaries, and bonuses increased, in contrast to benefits to kin, which declined over the same period. Analysis indicates that the nature of firms is to motivate non-executives by providing higher fees commensurate with their responsibility. MCCG (2007 revised, p. 11) explains that, in the case of non-executive directors, the level of remuneration should reflect the experience and level of responsibility undertaken by the particular non-executive concerned. Table 4 presents a univariate analysis related to the trend of remuneration in family firms and non-family firms during the period from 2007 to 2009. Table 4 shows that, during the financial crisis, remuneration for family firms was similar to that of non-family firms and increased. Table 4 shows that director and executive remuneration decreased slightly in family firms, and increased in non-family firms, after the financial crisis. This implies that family firms were not affected during the financial crisis because there was high demand from the U.S. and European countries for business trading. However, after the crisis, the demand from these countries declined, which affected the firms' performances. Therefore, further analysis suggests that the level of remuneration in family firms was indeed affected by the financial crisis. Our study suggests that family members were willing to accept reduced remuneration in order to ensure the firm's survival through strong financials (i.e. increased cash flow). The results also indicate that family members were less interested in expropriation via remuneration. This is related to their purpose for incorporating the business: its long-term success and their preference to hand it over to the next generation.
Furthermore, family members tended to keep the top position secure because, after a financial crisis, a business is not usually fully recovered and it is harder to enhance performance. Gomez-Mejia et al. (2003) noted that executives among family members should be willing to accept lower remuneration in return for their service than is stated in their contract. Past studies show that an inverse relationship between ownership and remuneration (Barontini, Bozzi, Sant'Anna, & della Libertà, 2010; Cheung et al., 2005; Gomez-Mejia et al., 2003) . Dogan and Smyth (2002) state that salaries and fees paid to all directors are lower in ownership concentration. Regarding non-family firms, the level of remuneration was not affected during and after the financial crisis. As shown in Table 5 , director and executive remuneration in non-family firms increased sharply in the period after the financial crisis. Our study suggests that executives were paid higher remuneration for their responsibility, complexity, and abilities such as skills and experience, to maintain good performance. Further discussion, as shown in Table 5 , shows the trend of the structure of executive remuneration in family firms. Fees and benefits to kin were decreased during and after the financial crisis, but bonuses were affected only after the financial crisis. Furthermore, our study suggests that family members were willing to accept lower fees and bonuses in order to maintain cash flow. As a result, firms would have the ability to recover from the financial crisis.
The components of remuneration for fees, salary and benefits to kin increased during the financial crisis; however, bonuses decreased. Further analysis shows that fees and benefits to kin ceased to be part of remuneration; this is in contrast with salary and bonus, which increased after the financial crisis. Analysis indicates that firms will award higher remuneration, especially salary and bonus, to executives because it is linked to responsibility for enhancing performance. Furthermore, they are not willing to accept lower remuneration even though fees and benefit of kin are decreased Results show that fees, salary, and bonus increased, but benefits to kin decreased, during the financial crisis. However, results indicate that fees increased post financial crisis compared to salary and benefits to kin. Furthermore, bonus pay to non-executives did not change either during or after the financial crisis. Our study suggests that family firms tend to reduce salary and benefits to kin because increasing cash flow to effect recovery of finances may be affected by a financial crisis.
Results show that during and after the financial crisis, fees, salary and bonus were not affected for non-executives in family firms. However, the opposite was true of benefits to kin, which were affected during the financial crisis. Further analysis indicates that firms increased non-executive pay in order to improve performance during the financial crisis. Another reason is that non-executives are required to monitor a board of directors in the period after the financial crisis to ensure shareholder investment. According to Beasley (1996) , independent directors are ready to use their power to monitor a board of directors.
Conclusion
This study examines the trend of executive pay during and after the financial crisis in Malaysian publicly listed companies. The sample size of this study was 486 companies for the years 2007, 2008, and 2009 from Bursa Malaysia. Results indicate a trend of increasing level of remuneration during and after the financial crisis. As result, Malaysian publicly listed companies were less affected by the financial crisis because of better corporate governance. Furthermore, the structure of remuneration indicates that salary and bonus were affected after the financial crisis. Our study suggests that the structures of remuneration, such as salary and bonus, are allocated more than benefits to kin because they reflect one's status in society.
The level of remuneration in family firms for directors and executives were affected in the period after the financial crisis. Results show that family members were willing to accept lower bonus and benefits to kin in order to maintain cash flow. Furthermore, our results suggest that family members were less interested in expropriation via remuneration than they were in keeping their position in the firm secure. However, executives in non-family firms were less interested in accepting lower remuneration as part of their contracts. Hence, the fees and benefits were reduced but salary and bonus increased. Our results suggest that pay for executives in non-family firms should be increased during and after a financial crisis because the firm is not affected, and because it tends to motivate executives to utilise their skills and experience to enhance performance.
This study focuses only on cash remuneration such as fees, salaries, bonuses and benefits to kin, which makes up only one type of level of remuneration. Results were generalised to cash-based remuneration analysis only, but analysis based solely on cash remuneration likely does not show the complete picture. However, this study could not take into account remuneration related to stock options because the data were not available from annual reports. This limits the scope of the study regarding director remuneration. Further study could be done to investigate the relationship between remuneration and culture. Such investigation could provide useful insight into the role of culture in remuneration trends.
